We consider dynamic trading of a portfolio of assets in discrete periods over a finite time horizon, with arbitrary timevarying distribution of asset returns. The goal is to maximize the total expected revenue from the portfolio, while respecting constraints on the portfolio such as a required terminal portfolio and leverage and risk limits. The revenue takes into account the gross cash generated in trades, transaction costs, and costs associated with the positions, such as fees for holding short positions. Our model has the form of a stochastic control problem with linear dynamics and convex cost function and constraints. While this problem can be tractably solved in several special cases, such as when all costs are convex quadratic, or when there are no transaction costs, our focus is on the more general case, with nonquadratic cost terms and transaction costs.
